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SUBJECT: SOARES IS OPTIMISTIC ABOUT IMF NEGOTIATIONS 

1 . IN BRIEF CONVERSATION OCTOBER 31 1 TOLD SOARES WE WERE 
ENCOURAGED THAT GOP AND IMF APPEARED TO BE COMING TO AN 
AGREEMENT. HE WAS PLEASED. AND REMINDED ME OF HIS EARLIER 
OBSERVATION THAT SOUSA GOMES HAD CHANGED HIS OUTLOOK 
SIGNIFICANTLY. THIS TIME I AGREED. 

2. SOARES SAID THAT HIS TALKS WITH THE SOCIAL GROUPS, 

I.E., EMPLOYER ASSOCIATIONS AND LABOR ORGANIZATIONS. ON THE NEED 
TO ACCEPT IMF RECOMMENDATIONS WERE GOING VERY WELL, MUCH 
BETTER THAN HIS TALKS WITH THE POLITICAL PARTIES. HE THOUGHT 
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THE PARTIES WOULD IN TURN BEGIN TO RESPOND TO 
PRESSURE FROM THE SOCIAL GROUPS. THIS SEEMED TO BE 
HAPPENING TO THE CDS ALREADY; HE HAD JUST RECEIVED 
A LETTER FROM CDS PRESIDENT FREITAS DO AMARAL TAKING A 
RELATIVELY CONCILIATORY LINE. 

3. COMMENT: THE GOP HAS MADE CONSIDERABLE PROGRESS IN 
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MOVING TOWARD AGREEMENT WITH THE IMF AND HAS MADE A 
START TOWARD EXPLAINING ECONOMIC SITUATION TO OPPOSITION 
PARTIES AND SOCIAL GROUPS. ALTHOUGH THE DEMOCRATIC 
PARTIES HAVE PRIVATELY SHOWN SOME WILLINGNESS TO TEMPER 
THEIR BARGAINING POSITIONS THEY WILL NOT SIGN ON TO A 
UNILATERALLY DEVELOPED PS AUSTERITY PROGRAM WITHOUT 
SUBSTANTIAL PS CONCESSIONS. SOARES AND THE SOCIALISTS 
MAY BE SUCCESSFUL IN TOUGHING IT OUT FOR NOW, BUT THE 
ABSENCE OF BROAD SUPPORT OF THE GOP UNDERTAKINGS WITH THE IMF 
WOULD MAKE IMPLEMENTATION EVEN MORE DIFFICULT. 
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